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In 1969, a consulting firm was engaged by the then Department 
of Lands and Forests to study the impact of the Ontario 
forest, industry on the proVincial economy. That firm's find- 
ings were reported in "The Ontario Forest Industry: Its 
Direct. and, Indirect Contribution to the Economy.” 


"The Forest Industry in the Economy of Ontario" is an updating 
of the 1969 study and report. Besides the availability of 
seven years of additional statistical information (to 1973), 

a few refinements and clarifications to both the concepts 

and the methodology were introduced, although the intrinsic 
nature of the study was preserved in order that important 
changes, which may have occurred in the interval, should not 

be masked. 


Chapter I defines the term "forest industry" according to 
Toee standards nauscrialsGlassi fication Of Statistics slanada,, 
Included are Logging, the Wood Industries, and the Paper 

and Allied Industries groups. Products of the forest indus- 
try are treated according to the Standard Commodity 
Classification, .aalso. of, Statistics Canada. 


Following a brief historical background, Chapter II illus- 
trates that the output of primary forest products has remained 
fairly constant in amount for the past 70 to 80 years, but 

has undergone strong shifts in composition. The shift is 
characterized by a much broader spectrum of commercial species 
and by much closer utilization, especially in trees of small 
diameters, and in mill residues. 


The more than 800 mills of various kinds operating in the 
province in 1973 gave direct employment to 78,000 persons, 

and paid out wages and salaries in the amount of $689 mil- 
Tons, Loe. oy >. Gross, Provincial Product -for Ontario was 

$49.8 billion of which the value added by the forest industry 
Woaset owDtlLOn JOra 2. oper cent of, the, total of all activity 
in the province. This same value added represented 6.0 per 
cent of the total attributable to all of Ontario's goods- 
producing industries. 


When the province is divided into three economic regions, 
the analysis shows that the north is the dominant area in 
terms of wood harvested and the manufacture of primary com- 
modities. The south is dominant in terms of consumer goods, 
and as a source of other supplies and services. The impor- 
tance of the forest industry to the north is strongly empha- 
Sizeaooy whe ace that. /6.,and.32 per cent,of.the total 
employment in manufacturing in the northwestern and north- 
eastern regions, respectively, was forest-oriented. In the 
more highly industrialized southern region, the forest 
industry provides only 6 per cent of the total employment 
in manufacturing. 
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In the national setting, Ontario accounted for 13 per cent 
of Canada's timber harvest, 7 per cent of all lumber sawn, 
20 per cent’ Of wood pulp production and 26 per cent’of* all 
paper goods produced. Perhaps one of the most significant 
measures to be considered is the degree of manufacture of 
wood that takes place within provincial boundaries. [In 

this respect, Ontario has reached a level of economic 
maturity that is unequalled. The value added by the logging 
and the manufacture of a cunit (100 cubic feet) of roundwood 
is $192 in Ontario, $125 in Quebec, and $88 in British 
Columbia. Another manner of expressing this degree of pro- 
cessing is to note that in Ontario every 81 cunits of wooc 
harvested "creates a job in “the forest industry. Inicontrast 
the national average is such that exactly double this yolume 
of wood must be harvested and processed to support each 
employee. 


By means of input-output analysis, Chapter III estabiishes 
that there were, associated with the 78,000 persons cirectly 
employed by the Ontario forest industry, another 78.000 per- 
sons indirectly employed in the provision of goods and ser- 
vices to*the forest industry. The total direct and indirect 
employment was thus 156,000 persons. In addition, the 
Ministry of Natural Resources provided 1,150 man-years o% 
employment on a permanent basis, and the equivalent of g 
Man-years of employment on a temporary basis in forest man~ 
agement and forest protection activities. These activities 
were carried out primarily in support of the forest industry. 


Chapter IV looks at the cost structure of the forest indas- 
try. in )973;7 Cperating “expenditures amounted to $2.6 
billion, of which 31 per cent was spent on the acquisition, 
harvest and transport of wood, 27 per cent on waces anc 
salaries, 22 per cent on miscellaneous items, 4 per cent on 
purchased fuel and electricity, and the balance on the 
purchase of various materiais and supplies. Capital and 


repair expenditures claimed an additional $210 million 


Transportation facilities are vital to the forest industry. 
In 1973, 32.3 million tons of freight were hauled, of which 
25.6 million tons consisted of wood, other raw materiais, 
and process equipment inbound to the milis. The remaining 
6.7 million tons were primary products outbound from the 
mills. This is a weight-loss ratio of almost 4 to l, indi- 
cating why much of the industry is located near its raw 
materials, rather than being market-oriented. Rail, truck, 
and water carriers were all transfer agents, respectively 
sharing 27 per cent, 71 per cent, and 2 per cent of this 
enormous transport activity. The forest industry is esti- 
mated to have spent $184.4 million on freight in 1975, of 
Which Gest, l5eo, and 2.4 per cent went to rail, truck, and 
water carriers. 
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In Chapter V, attention is directed to the public purse as 

it pertains to the Ontario forest industry. The primary 

need to examine this relationship derives from the fact 

that approximately 91 per cent of all forested land in Ontario 
is owned by the Crown. These lands form the principal source 
of the roundwood used in the manufacture of needed consumer 
goods. In 1973, the Ontario forest industry paid $14.6 
million in stumpage charges for the wood harvested, and just 
over $2 million in fixed charges, to the provincial govern- 
ment. Corporation income taxes amounted to approximately 

$32 million, while employees of the industry are estimated 

to have paid in excess of $127 million in personal income 
taxes. Taxes and fees of all kinds, both direct and 
indirect, levied on the forest industry and its employees, 
are estimated to have been $354 million. 


In the 1973-74 fiscal year, the Ontario Ministry of Natural 
Resources®had al-total budget of $158.6 million. .Out of 

this amount, approximately $31.3 million was spent on forest 
Management and forest protection activities; that is, on 
activities to maintain or improve the timber resource in 
support of the forest industry. 


Chapter VI looks at areas known to have a significant 
impact on the economy but which are very difficult to quantify, 
given the presently available statistical information. 


Forest access roads built by the Ontario Ministry of Natural 
Resources and by the extractive industries totalled almost 

12 thousand miles. These resource access roads open vast 
areas to hunters, fishermen, and other recreationists. While 
surveys have sampled these groups in an effort to measure 
their patterns of spending in pursuit of their hobbies, it 

is difficult to accurately relate such estimates to the 
existence of access roads. 


Farm woodlots still supply a very considerable amount of 
INauUStrial wood; much of which has a,high unit value, but 
separate statistics on employment and other values in rela- 
tion to private woodlots are not measured. 


The balance of trade is always of concern to the government 
of a country and the Ontario forest industry is an important 
net exporter. In 1973, foreign sales amounted to $650.6 
million, comprising 7 per cent of total Ontario exports and 
more than 14 per cent of Canada's total exports of forest 
products. 
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INTRODUCTION 


In 1969 a consultant study was undertaken at the request 

of the then Department of Lands and Forests, and resulted 

in a report entitled "The Ontario Forest Industry: Its 
Direct and Indirect Contribution to the Economy."! The 

data for that analysis were available to the year 1966. The 
present report is an updating of the 1969 report, and is 
based on data available to the year 1973. 


A number of refinements and clarifications in both 
methodology and concepts have been incorporated in this 
report although the basic methodology remains the same 

aS in the earlier study, so that important changes may be 
detected. It is anticipated that much useful information 

is presented in readily usable form in this report and that 
it will reveal to the reader the role of the forest industry 
in the provincial and regional economies. 


The objective of this study is to present measurements of 
normally-employed economic criteria, in both physical and 
financial terms. These include value added by manufacture, 
employment, and transportation volumes that are attributable 
to the Ontario forest industry. Wherever possible, measure- 
ments have been direct. In other cases, the measures have 
been approximated indirectly. 


A chapter has been included on the revenues and expenditures 
of the forest-related activities of the Ministry of Natural 
Resources. The reason for this may be found within the 
Canadian constitution, which gives to the various provinces 
the control of natural resources within respective provincial 
boundaries. Ontario has chosen to retain ownership of 91 
per cent of its forest lands in the Crown, only granting by 
means of a licence the right to cut specified species and 
amounts of timber on designated lands. The licensee pays 

for timber harvested at contracted rates. Thus the Ministry, 
as owner of the resource, is directly responsible for its 
administration and management and exercises an influence on 
the forest industry both through legislation and regulation 
and through pricing and spending. 


lnereinafter to be referred to as "the 1969 study” or “the 
1969 report". 
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CHAPTER I 


DEFINITION OF THE FOREST INDUSTRY 


1.1 Standard Industrial Classification 


For the purpose of this study the term "forest 
industry" is understood to include Logging, the 
Wood Industries, and the Paper and Allied Indus- 
tries groups, as defined in the Standard Industrial 
Classification (S.1I.C., 1970) of Statistics Canada. 
The main sectors of the forest industry are listed 


below: 
THE FOREST INDUSTRY 
Sree NOt Industrial Sector 


Loggin 
_ 031 Logging 


0311 Pulpwood Logging 
0379 "Logging, N.EB SS. 


Wood Industries 
251 Sawmills, Planing Mills and Shingle Mills 


2511 Shingle Mills 
2513 Sawmills and Planing Mills 


252 Veneer and Plywood Mills 
254 Sash, Door and Other Millwork Plants 
2541 Sash, Door and Other Millwork Plants; NvE<s. 
2542 Hardwood Flooring Plants 
2543 Manufacturers of Pre-fabricated Buildings 
(Woodframe Construction) 
2544 Manufacturers of Wooden Kitchen Cabinets 
256 Wooden Box Factories 
258 Coffin and Casket Industry 
259 Miscellaneous Wood Industries 
2591 Wood Preservation Industry 
2592 Wood Handles and Turning Industry 


2593 Manufacturers of Particle Board 
2599 Miscellaneous Wood Industries, N.E.S. 
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Paper and Allied Industries 
271 Pulp and Paper Mills 


272 Asphalt Roofing Manufacturers 
273 Paper Box and Bag Manufacturers 


2731 Folding Carton and Set-up Box Manufacturers 
2732 Corrugated Box Manufacturers 
2733 Paper and Plastic Bag Manufacturers 


274 Miscellaneous Paper Converters. 


An industry is defined in the Standard Industrial Classi- 
fication as a group of operating units, i.e. companies 

or individuals, engaged in the same or similar kind of 
economic activity, e.g. logging camps, pulp and paper 
mills, and sawmills. The S.1I.C. system itself is subject 
to revision. For example, the Printing Trades were 
included with the Paper and Allied Industries group until 
1948 and the Furniture and Fixtures Industries were part 
of the Wood Industries group until 1960. 


For this impact evaluation study, the Furniture and Fixtures 
Industries are not considered to be part of the Forest 
Industry because the cost of wood is less than halt of the 
total cost of raw materials and this ratio is decreasing 
with time. Notwithstanding the omission, the Furniture and 
Fixtures Industries consumed about 60 million board feet 

or 28 per cent of all Ontario hardwood lumber production 

in 1973 and gave employment to 21,000 workers. They are 
therefore of considerable economic significance. Other 
changes to. the.S.1.C. within the pertinent time period 

have been incorporated in the data base of this study. 


1.2 Standard Commodity Classification 


Ontario's forest industry products are extremely 
varied and include the following commodities as 
specified by the Standard Commodity Classification 
[Ste ecw, Jo 2) of Statistics Canada. 


Sie eG on NO Commodity Group 


Crude Wood Materials 


231 Logs and Bolts (by species) 

236 Pulpwood (roundwood by species) 

237 Other Roundwood, Untreated (piling, poles, etc.) 

238 Pulpwood Chips (by softwood and hardwood) 

239 Other Crude Wood Materials (Christmas trees, fuel, 
etc.) 
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536 
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Wood Fabricated Materials 


Lumber and Sawn Timber (by species) 

Shingles and Shakes (by species) 

Railway Ties, Untreated and Other Sawmill Products 
(by species and uses) 

Millwork (Woodwork) and Building Components (by 
products) 

Veneer (by species) 

Plywood (by species) 

Other Wood Fabricated Materials (particle board, 
tool handles, boxes, charcoal, etc.) 


Pulp 


Woodpulp (by classes of dissolving, sulphate, sulphite, 
groundwood and semi-chemical) 


Paper and Paperboard 


Paper for Printing (by classes such as newsprint, 
book paper and printing paper) 

Fine and Miscellaneous Fine Papers (by writing paper, 
blotting paper, etc.) . 

Tissue Paper and Sanitary Paper Stock (by use) 
Wrapping, Packaging and Related Paper (by use) 
Paperboard (linerboard, corrugating board, etc.) 
Building Paper and Board (asphalt paper, hardboard, 
etc.) 

Wet Machine Board (by classes such as shoeboards, 
binder boards, etc.) 

Converted Paper (by classes such as wrapping paper, 
waxed paper, wallpaper, etc.) 
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CHAPTER II 


FOREST INDUSTRY OUTPUT AND VALUE ADDED 


2.1) hastorical Background! 


Ae. early as) 1603 all suitable timber in the forests 
of Upper Canada was reserved for the use of the 
French navy and in 1827 the first stumpage fees were 
introduced in districts having timber not "fit and 
proper for His Majesty's Navy" but obviously ats wos 
"lesser" uses. 


Though trade in timber seems to have played a prominent 
role in the early commercial development of the pro- 
vince it is only since 1867, the year of Confederation, 
that a detailed record of timber harvest has been 
maintained. 


Toward the close of the nineteenth century, Ontario 
experienced its greatest production of white and red 
pine lumber. The cut of pine from Crown lands during 
the period between 1890 and 1910 ranged in amount from 
a rlew tOf S08 mildiom board eteet Gim 189%)) tol a high of 


952 million board feet (in 1896). About the year L907; 
when 790 million feet of white and red pine were cut, 
the great pine era was in decline. Production of 


these species began to decrease and Within cares 
decades was below 150 million board feet. 


Recognition of the importance of value added by manu- 
facture was seen as early as 1898 when the provincial 
government passed legislation providing that all logs 
cut on Crown lands must be processed in Canada. Even 
in this early era, exports of forest industry proaucts 
were of importance to Ontario, as seen by? the fact 
that from 1869 through 1879 they totalled $3 to oo 
million per year or 15 to 35 per cent of ttotaltinro- 
vincial exports. 


ee ee 


1a) F.B. Hough, Report upon forestry; U.S. Gove. Printing 


Office, Washington, 1880. 


b) J.D.B. Harrison, Economic aspects of the forests and 
forest industries of Canada; King's Printer, Ottawa, 
1938. 


c) Ontario Department of Lands and Forests, The history 
and status of forestry in Ontario; Toronto, 1943 


d) Ontario Economic Council, A forest policy for Ontario; 
Queen's Printer, Toronto, 1970. 
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Early in the twentieth century, the newsprint industry 
became established in Ontario, and developed rapidly. 

This further increased the contribution of the forest 

industry to the provincial economy. It also resulted 

in the first industrial utilization of the province’s 

extensive Boreal forest, the timber of which was 


largely unsurveyed at that time. 


The forest industry is fundamentally evelie in nature, 
with the annual production of primary forest products 
responding to fluctuations in the general economic cli- 
mate, particularly those brought about by depressions 
and wars. Yet over the past seven or eight decades, 
the trend line of average production has remained 
fairly constant. The composition of the harvest has, 
however, changed substantially. There have been strong 
shifts toward the use of greater numbers of species 

and of smaller diameter classes of trees. There has 
also been much closer utilization, especially of mull 
residues. These changes were made possible largely by 
the expansion in reconstituted wood products (typi- 
cally pulp-based goods and particle boards). 


The quantity of roundwood produced following the Second 
World War is shown in Figure 1 and summarized in Table 
1. Generally, the role of private land timber has 
declined from 35 per cent of total provincial produc- 
tion to about 25 per cent, over the past three decades. 


Structure of the Industry 


There are more than 700 sawmills in Ontario. Well 
over 500 of them produce less than one Millions board 
feet of lumber per year each, and only 22 produce 
more than 25 million board feet each. Pulp is pro- 
duced in fourteen major mills (each having an output 
of more than 400 tons per day) and in ten smaller 
mills. Of the 22 veneer mills more than half are 
large, employing at least fifty individuals each. 
Other miscellaneous product mills number over 60 and 
one quarter of these are of significant size, each 
employing at least twenty people. 


The Gross Provincial Product (the summation of all 
value added) for Ontario in 1973 was $49,846 million; 
the value added by the goods-producing industries 

was $21,453 million. The value added by the forest 
industry in 1973 of about $1.3 billion ($743 midlion 
in 1966) was 2.6 per cent of the total value added 

in Ontario and 6.0 per cent of the value added by 

all the goods-producing industries. It may be noted 
that Pulp and Paper Mills constitute the largest part 
of Ontario's forest industry though they accounted 
for only 35 per cent of the value added by the forest 
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FIGURE |. ROUNDWOOD PRODUCTION ON CROWN AND PRIVATE LANDS ,ONTARIO . 
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industry in 1973 as compared to 41 per cent in 1966 
and 40 per cent in 1970. Sawmills and Veneer and 
Plywood “Miilis, whichsaccounted for just under 9) per 
cent of total value’ added®©in 1966; increased’ to 
almost! I2 per cent*in 1973.1 Other Paper and =Aljdied 
imdustries contributed 29 per cent of the total 
Value~added-in 1973-and*2/"per=cent in “1966. When 
employment is taken as the impact measure, the share 
@f Pulp sand Paper Mills in 1978 was’28 per cent; 
that of other Paper and Allied Industries was 32 

per cent and Sawmills and Veneer and Plywood Mills 
was 12 per cent. The comparable figures for 1966 
were 30, 29, and 13 per cent, respectively. The value 
added and the total employment in forest industry is 
given in Table 2. 


In 1973, the quantity of lumber produced was 1,132 
Million board feet. Approximately 21 per cent of 
this was hardwood, as indicated in Figure 2. 


Plywood and veneer production has grown substantially 
in the last three decades. The quantities produced 
are shown in Figure 3, while the value of shipments 
an 29407" 1966 and 1973 were S3.7 million, $23.8 
MiLigonrand=956-2- million; respectively? “Originally; 
only birch was used for veneer but the industry now 
also utilizes several other hardwood species. JHow- 
ever, the bulk of veneer exported to the United States 
i still* birch. More than half the plywood produced 
is from poplar. Ontario-produced softwood plywood 
came on the market only around 1966. 


Wood-using industries other than sawmills and planing 
mills or veneer and plywood mills had selling value 
of shipments of approximately $328 million in 1973 
compared, to $142 million in’ 1966 and $317 million in 
1970. 


Pulp mills in Ontario have more than doubled their 
output since 1946, largely through the expansion and 
conversion of existing facilities! In’ 1973, sulphate 
OD Kractepulo, which is the product cfs greatest 
growth, accounted for 38 per cent of total pulp pro- 
duced. Pulp production figures are shown in Figure 
Aang habe so -Additional data in ‘regard ‘to™the 
main grades of paper and paperboard shipped by mills 
are given in Table 4. Other paper and allied indus- 
tries, including paper and paperboard converters, 
had product sales of $480 million in 1966 and $816 
milion inj 297s: 
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Regional Distribution and Importance of the Industry 


Figure 5 shows the three major economic regions of 
Ontario. The Northwestern and Northeastern Regions 

are the same as used by the Regional Planning Branch 

of the Ontario Ministry of Treasury, Economics and 
Inter-governmental Affairs while the Southern Region 
shown combines three of that Ministry's regions. These 
regions do not coincide with the administrative dis- 
tricts’or regions of the Ministry of Natural.Resources. 


Characteristics of the regional distribution of the 
forest industry are summarized in Table 5. This 
table illustrates that the forest industry relies 
heavily upon the natural resources of the north. 
However, employment is greatest in the south, where 
the secondary converting plants are concentrated. 
This pattern has developed naturally in accord with 
economic influences governing optimum mill location. 
Ingaddition to its wood acquisitions the forest 
industry purchases large amounts of supplies, equip- 
Ment, and services. Some 46 per cent of such goods 
and services were purchased from Southern Ontario, 
Onilyy2) per icent. from Northern Ontario and the 
Majority (52 per cent) derived from outside of the 
Province. 


The forest and mining industries and tourism are 
currently the three mainstays of the economy in the 
north, providing the majority of employment oppor- 
tunities. 


While Table 5 illustrates how total employment within 
the forest industry was distributed between the 
regions, another important statistic is the share of 
manufacturing employment within the regions that was 
attributable to the forest industry... That relatzion- 
ship is illustrated by the following figures: 


1966 LO 2 
Northwestern Region 69 per cent 76 per cent 
Northeastern Region 31 per cent 32 per cent 
Southern Region 6 per cent 6 per cent 
Ontario 8 per cent 10 per cent 


The National Setting 


In terms of the development of secondary and tertiary 
industries, the forest economy of.Ontario has now 
reached a degree of maturity that exceeds all other 
provinces by a considerable margin. In LOT 36 Ontario 
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accounted for only 13 per cent of the nation's round- 
wood production but for 23 per cent of the value 

added by logging and further manufacturing. Even 
after several years of rapid growth in other provinces, 
Ontario maintains a very considerable lead as 
indicated in Table 6. 


In 1973 Ontario had 21 per cent of the area of Canada's 
forests suitable for regular harvesting and 22 per 

cent of the volume of merchantable timber. However, 

it accounted for 13 per cent of total Canadian round- 
wood harvested, some 7 per cent of lumber output, 

20 per cent of wood pulp, and 26 per cent of the 

paper and board products. Finally, Ontario employed 
about 78,000 employees in its forest industry, which 
was equivalent to about 26 per cent of the total for 
the forest industry in all Canada. 
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CHAPTER SUE. 


EMPLOYMENT “IMPACT ‘OF ‘THE FOREST INDUSTRY 


The forest industry provides employment to a significant 
portion “Of the work “torce «in Ontario’ and’ the purpose of 
this chapter is to assess this impact. Examining the 
forest industry as defined in Chapter I, the number of 
workers employed in the industry in the year 1973 was 
found sto be about 75,000" “But “in +a world where events 

in one industry are strongly correlated with events in 
other industries, it is not always possible to make hard 
and fast distinctions between them. In fact; we know 
very welP'that "addi tronal production “in the’ forest “indus-— 
try (as in every other industry) not only creates extra 
jobs in this particular industry but also creates demands 
for inputs from other industries that supply raw materials, 
equipment; "supplies; or services’ to Tt.- ‘Additional pro- 
duction and employment are thus generated in these 
industries as well. The stimulative impulses originating 
in one industry result in direct employment and factor 
earnings in that industry, and indirectly to employment 
and earnings in other sectors of:the economy. Estimates 
of the relationship between "indirect" employment in the 
economy resulting from a given "direct" employment in 

the forest industry, need to be made to better assess the 
impact or the "forest industry in “Ontarvo. 


3, 1 =the Mure ip ter 


Lveeie hIGoestudy ,*the “concept "of “a’'Basic™ ‘to 
"Non-Basic" employment ratio was used to estimate 
the indirect employment attributable to direct 
employment in the forest industry. Surveys in 
three forest-based communities were used to arrive 
at the ratio in a reasonably simple and expedient 
manner but one can seriously question whether 
figures pertaining to small, single industry towns 
can be applied with acceptable accuracy to larger 
regions. 


It was therefore decided to examine estimates of 
the employment "multiplier" arrived at in other 
ways before accepting or rejecting the figure used 
in the 1969 report. The most effective manner of 
accomplishing this was to utilize the Input-Output 
Model for the Ontario Forest Products Industry, 
prepared in the Ontario Ministry of Natural 
Resources in 1974. 


Input-output models show how one industry in an 
economy uses the outputs of other industries and 
the primary factors of production (land, labour, 
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and capital) to produce their own outputs, which go 
toward meeting the final demand composed of con- 
sumer, government and investment spending, and 
exports. When the final demand of a certain com- 
modity increases by a given amount then the model 
can trace its propagation through the structural 
linkages of the economy. For example, an increase 
of one dollar in final demand, all located in the 
agricultural sector; with call.forth ardirect 
increase in the outlay on salaries and wages in the 
agricultural sector. However, the products of this 
sector cannot be produced by using only its own 
primary inputs. Intermediate goods and services from 
many other sectors will also be required for the 
purpose, and their production will require a further 
indirect outlay on salaries and wages. Thus, the 
total outlay in salaries and wages (direct plus 
indirect) will be in excess of the direct increase 
in salaries and wages in agriculture mentioned 
earlier. The ratio of the direct-plus-indirect to 
the direct salaries and wages generated due to a 

one dollar increase in final demand for agricultural 
products is called the "simple salary and wage 
multiplier" in the context of input-ouput models. 


The Ontario Ministry of Natural Resources' forest 
industry input-output model recognized three 
primary resource sectors viz "Agriculture", 
"Mining", and "Logging, Fishing and Trapping"; 
twelve manufacturing sectors belonging to the 
Statistics Canada S.I.C. groupings of "Wood Industries", 
"Furniture and Fixture Industries" and "Paper and 
Allied Industries"; and sixteen other sectors of 
broad aggregates in the provincial economy. The 
sectors in the model that correspond to the def- 
inition of the forest industry as used in this 
report and their simple salary and wage multipliers 
are given in Table 7. 


TABLE 7 


SIMPLE SALARY AND WAGE MULTIPLIERS 


Forest Industry Sector Multiplier 


Logging, Fishing & Trapping 
Sawmills 

Veneer & Plywood Mills 

Sash, Door & Planing Mills 
Wooden Box Factories 

Coffin & Casket Industry 
Miscellaneous Wood Industries 
Pulp & Paper Mills 

Asphalt Roofing Manufacturers 
Paper Box & Bag Manufacturers 
Miscellaneous Paper Converters 
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We are concerned with roughly estimating the number 
of people employed in non-forest based industries 
who seem to be there because the forest industry at 
present requires their output. This can be done if 
a "Simple employment multiplier" can be computed 
for Ontario's forest industry. 


From the salary and wage multipliers of the 1974 
study the employment multipliers were calculated 
as shown in Table 8. The man-hours of employment 
in each sector are shown also. For the forest 
industry as a whole, the average employment multi- 
plier, weighted by the actual employment in each 
constituent industry, was 2.08 based on the 1965 
data ana 2-lo based on the 1972 data. 


The 1969 survey figure was 2.01 in Dryden and 2.13 
in Kapuskasing/Hearst. After making rough adjust- 
ments for further inter-industry relationships that 
study arrived at an over-all employment multiplier 
Otezs75)tor Ontario. >it was. further suggested that 
this figure was an underestimate and that the cor- 
rect Multiplier iwas’ probably an excess’ of 3-0. 


There are reasons to believe that this may not be 
SO, =a tact, figures) bike 2708 and 2-715 (may “be 
overestimates. In any case, our estimates need 
to be accepted with caution, for the following 
four reasons. 


1. The input-output model for the Ontario forest 
products industry does not take into account the 
leakages in income due to imports. The general 
effect of this is an overestimate of all multipliers. 


2. The input-output model divided forest indus- 
t1es into tarrly narrow sectors; but Teft the rest 
of the economy in relatively large aggregates. 

This tends to distort the multipliers; overstating 
those pertaining to small sectors while under- 
estimatwg those referring to larger sectors. The 
problem stems from what are called crossover effects 
or internal transactions made among the small forest 
sectors themselves. If all the economy is recognized 
qevonewaqiant sector then the multiplrer is necessar— 
ilvyeone. If, a number: of small sectors are sep- 
arated from a large sector, then the weighted 
average multiplier of the small sectors is always 
more tHan the simple multiplier of the large 

sector when there are transactions amongst the small 
sectors. 


We have not only caused distortions that will inflate 
the employment multiplier due to an aggregation of 
the non-forest sectors of the economy into a few 
large ones but also because the composite forest 
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TABLE 8 


EMPLOYMENT MULTIPLIERS 


Employment in 
Manufacturing Employment 
Sector Activity Multiplier 
(Thousand 
man-hours ) 


Logging, Fishing & 
Trapping 


Sawmills & 
Planing Mills 1032-53 


Veneer & Plywood 
Mills 4,453 


Sash, Door & Other 
Millwork Plants LOMA 6 


Wood Box Factories 3,299 


Coffin & Casket 
Industry So PLS) 


Miscellaneous Wood 
Industries 3i,(4122 


Pulp & Paper Mills 36,224 


Asphalt Roofing 
Manufacturers Bow 


Paper Box & Bag 
Manufacturers 19,505 


Miscellaneous 
Paper Converters L564 125 


lin 1965 the figures for the "logging" sector were 
not separated from Fishing and Trapping. 
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industry multiplier has been computed as a weighted 
average as shown in the preceeding paragraph. 


3. The primary sector called "logging, fishing and 
trapping" used in the model includes more than legit- 
imate forest industry activity as defined for the 
purposes of this report and introduces a distortion. 
This however, need not necessarily result in an over- 
estimation of the employment multiplier, only an 
inaccuracy in its measurement. 


4, The multiplier as described here is an average 
concept which is being used in a marginal sense under 
the input-output assumption that the average and marginal 
conditions are identical. We are saying that an add- 
itional man-hour employed directly in the forest 
industry due to an increase in the demand for forest 
products, indirectly necessitates the employment of 
an additonal 1.08 or 1.15 man-hours in other indus- 
trves. _At the same time we are Saying that if there 
is a total number of 100: people directly employed in 
the forest, industry then another, total of 108 or iis 
is indirectly employed in Other andustrics, “The two 
statements are not necessarily simultaneously true, 
particularly in a rapidly changing technological and 
market environment. 


Nevertheless, the employment impact of the forest 
industry might be underestimated by the employment 
multiplier computed from the Ontario Ministry of 
Natural Resources input-output model. The model does 
not take into account the services provided by the 
government sector to the forest industry and without 
which, it may be argued, the outputs of the forest 
industry could not be produced. The full indirect 
impact of direct employment in the forest industry 
should therefore include the employment generated 

in and through the Forest Management and Forest 
Protection activities. 


For the sake of convenience and in the face of uncer- 
tainty regarding such estimates it is proposed to 
accept, as a first approximation, the figure of 2.0 
as the employment multiplier for the forest industry 
in Ontario. Adjustments will be made later in this 
chapter to include the employment impact within the 
Ministry of Natural Resources. 


Employment Attributable to the Forest Industry 


Direct employment in the forest industry in 1973, as 
seen in Table 2, was 75,036. This figure included 
head office workers, administrative and sales per- 
sonnel, and all production related workers. 
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In the 1969 report, head office workers, owners and 
partners were added to production related administra- 
tive and sales workers to get a more accurate esti- 
mate of employment in the forest industry. But from 
1970 the figures for head office workers are not given 
separately by Statistics Canada and are included in 
the total employment reported. Therefore, this 
adjustment is not required in this report for the 
year 19/3.e-An -adjustment-is—-required—to-account—-for 
working owners and partners which are not included 

in the base data. Table 9 shows the number of such 
owners and partners and also adjustments in the fig- 
ure for logging workers as explained below. 


The logging sector employment data require specific 
adjustment to compensate for a national estimate of 
the average hours per work-week which is too high 


undenwOntario conditions. This results in an upward 
adjustment of 24 per cent in the number of 7,677 
production related workers in logging. The additional 


figure iS approximately 1,800. 


A second adjustment in logging also needs to be made 
as the logging census questionnaire is not sent to 


small firms. This adjustment adds an estimated 1,000 
woods-workers to the forest industry employment 
figure. The revised employment figures are shown in 
Tab Lee. 


The 1969 report estimated indirect employment due to 
expenditure on non-wood operating and maintenance 
supplies by the forest industry and due to capital 
expenditures on new works. However no such estimates 
are required as the "multiplier" used in the present 
report takes into acdéount allindirect effects 

caused by the forest industry. 


Using the figure of 2.0 as the employment multiplier, 
78,000 directly employed persons in the forest 
industry indirectly created another 78,000 jobs in 
other industries in the economy in 1973 and resulted 
in a total industrial employment of 156,000. 


In Table 5, it is seen that employment in manufact- 
uring activity in the forest industry was in the 
ratio of 20:20:60 in Northwestern, Northeastern and 
Southern Ontario. If the same ratios are assumed 

for indirect employment, then the estimated addi- 
tional employment is distributed as shown in Table 10. 


In addition, employment in the Forest Management and 
in the Forest Protection activities of the Ministry 
which may be considered as attributable to the forest 
industry is shown in this table. Additional inform- 
ation on such employment is given in Table 30. 
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TABLE 9 


REVISED EMPLOYMENT IN THE ONTARIO FOREST INDUSTRY, 1973 


Working 


Production 
Sector & Related Owners & |Adjust- | Total 
Workers Sales Partners |ment 


Sawmills, Planing - 


Mills and Shingle. 
27000 78,410 


Mills 
Veneer & Plywood 
Mills 
Hardwood Floor- 
ing Plants 
Sash, Door & Other 
Millwork Plants 
Wooden Kitchen 
Cabinet Manu- 
facturers 
Prefab. Building 
Manufacturers 
Wooden Box 
Factories 
Coffin & Casket 
| Industry 
Miscellaneous 
Wood Indus- 
tries 


Pulp & Paper 
Mills 
Asphalt Roofing 
Manufacturers 
Folding Cartons 
& Set-up Box 
Manufacturers 
Corrugated Box 
Manufacturers 
Paper & Plastic 
Bag Manufac- 
turers 
Miscellaneous 
Paper 
Converters 


Paper & Allied 
Industries 


34,795 1077596 digs 


59,346 157.690 
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CHAPTER IV 


ANNUAL EXPENDITURES BY THE ONTARIO FOREST INDUSTRY 


Within this chapter, the broad subject of industry expen- 
ditures is organized for discussion into four main groups, 
namely : operating expenditures; capital and repair expen- 
ditures; transportation; and origin of goods purchased. 
Some of these topics are further divided for convenience 

of presentation. 


Acgel. 


Operating Expenditures by Sectors 


Table 11 presents details of these data for the indus- 
trial sectors and for selected years. There are four 
main groups of expenditures, three of which are self- 
evident. The fourth, called 'others' includes 
depreciation, taxes and stumpage, return on capital, 
most non-operating overhead, and some prepaid freight. 
Due to the fact that sales of one sector become pur- 
chases of another sector, there is inevitably some 
double counting in these figures. 


Capital and Repair Expenditures 


The capital and repair expenditures in Logging, the 
Wood Industries, and the Paper and Allied Industries 
since 1950 are shown in Figure 6. 


Average annual expenditures for the three-year period 
from 1971 to 1973 are given in Table 12. The annual 
amount of $210 million represents 9.6 per cent of 
total investment in manufacturing in Ontario. 


Transportation 


On average, approximately four tons of raw materials 
and supplies are delivered to processing plants in the 
forest industry for each ton of primary finished pro- 
duct shipped out. Thus, transportation is of consider- 
able economic significance, and the discussion that 
follows is designed to reveal the tonnages of major 
goods hauled to and from the mills, the modes of 
transportation employed, distances traversed, rate 
structures, and revenues generated. 


coma | eso mma fe 


= 7 : 
> ; 


. i ee 7 
: bee od ap adam ast od-tk AOLpatoAkb “on: 


an 
any isceau, fe ie: [ROD ‘faxorl biages breeay aes 


(you Lt | Sten a5 neghc Bac Aoi sagseinaes?, Ue 7 é 1h 
note tay eo- fot bebIrhs: Yetsau * ath eo ase to: § oll 
bisa teueeaeiae 


v ¢ 


ry >| 3 a” t : J TF : 4 ) 
S100 3,88 uo eese t Gitar pidtoxege I. 


tas yroduheal. to Jderdtie beast. ed aa 
past 


eubAl els. 203 tyeb gagts Fs al laieb eigdgeda TY alte? 


wt 998 Asst a itty -bulsefae 262 bie Btoense Lalas 7 
-Tidh aot6 G~ Paw Fe 4aiet4 sat i Dbrarxe ie equa tp Aiken 
; Shale! “storlsaa’ betias xi Hod arr . tative, 
LAg40nD 20 frrsteoy p SIGS hi se aa $e bas pre i4etoexged - 
We UNS SSAO TAL BSS Bie onal tae Dit SahGo-nad Iam. 
"EU Smee 2 Pan to. setae Sic’ gobs sd? oF aug 
Tae. Vas RLV Sets ' aradt \soga08 “edsedse 16 weesne 
Tpit essed? nd totzaves: Gideas 
o 
i ‘ : 
Pw ity tinned 3 ice One Las Line oa ii 
. 
} Sl UT Ml ir Betiiaie o6* tages as icibjas eat 
reps syed) Ssiiif#é Soe aed 923. bas, aefzienhhel Boot 


‘AF eurer? of oven sre Beet saeakes 


VOt@eg DieYge-ossrld Sid jo? eae rurtiweyiy Tenn s/ epeievA 
Lere srt se Seoel vt J6vi0, o¢G ae | os rel wot? 
a o ; 


ta 2969 “ag” a. Snaordics OGLTLM DES? to Samene 
Ten. ol arinwical ier gi gisttiiseynl Lasad yy 


seiiesieqatex® “§y8 & 
A 7 ‘iil 


-— 


eigivavam wet. to a; 2uO> let emtacnygs dé 
eft at aoaety eee od bexsvilgk asp aittes 

~any betiaknl) yaskiag to ne7 dass tot Saaatins 
“seb kiae? to al wgttastogeamtt asd? 900 fee 
vend f ie 4 noeE es , £ aT 4 y f 


oS 
Oe 
Gace 


BLE 
LEG 
ILE 


SVT 
Lg 
7S 


Se 
8c 


62 
sjzusudtyus 
JO onTeA | Sz7e430 
5uTTTes 


86L 76 
Sta LS 
SLs LS 
oS Sul 


Sev vS 
OVE 


97 
LE. el 
LCT 9 
6T 90T G 
T8 8 
7 & L 
99 9 
Ppoom 
sottd butbeyoerg sottddns -uON | poom| A AtoOTz3 


SOTIeTeS -dns 4) DOUeUSRZUTeW STetz9zeW 
9 sobem | SOTFSFO | STOUTeAUOD!] ¥ HutWZerzsdo MEY 


($ UOTTTTW) 


CL6T PUP 696T 4996T *SLNAWHIHS JO ANTWA OL NOILWISY NI 


SHaNLIGNddxXd AULSNGNI LSaHX¥Od AO NOTILNAIYLSIG daLVWILsa 


Tl FTV, 


Azysnpul 
qZsert0g 
TeFOL 


soTiz4zsnput 


PETTTV 
8 Zodeg 


SoTiyzsnpult 
pOoM 


butbboT 


Bion ter-is 


aoe’, | -) a, Segee | spurt $6.) siou beet es 
Sars | Sx9sG) ablisice. | ~iyt F 
? o0f ae ‘ ead sa Saistenet|  @abicaak ; mee ae 
~<— 2 


jt 
a Le Kane oe 


= 


1 4 
@ 


re Bi a 
Ue 


MILLIONS OF DOLLARS 


I80 


160 


140 


120 


100 


oO 
Oo 


mart leew 


PAPER AND ALLIED 
INDUSTRIES 


1950 1955 i960 1965 I970 1975 


FIGURE 6. 


FOREST INDUSTRY CAPITAL AND REPAIR EXPENDITURES, ONTARIO, 
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TABLE 12 
FOREST INDUSTRY, CAPITAL AND REPAIR EXPENDITURES, 
ANNUAL AVERAGE FOR 1971-73 


(Million $) 


Wood Paper & 
Logging | Industries Allied 
Industries 


Capital 
Construction 
Machinery & Equip. 


Sub cocat 
Repair 


Construction 
Machinery & Equip. 


Sub-total 


Capital & Repair 
Construction 
Machinery & Equip. 


TOTAL 


SP BIGRE 
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Freight inbound to the mills 


Roundwood is by far the largest item of inbound freight. 
In 1973, approximately 651 million cubic feet was pro- 
duced of which 525 million cubic feet was softwood. 
Using the density factors of 55 and 75 pounds per cubic 
foot, including bark, for softwoods and for hardwoods 
respectively, 14.4 million tons of softwoods and 4.7 
Mieblion tons of hardwoods, orsl9.1 million tons 1am 
total, are estimated to have been delivered to mills. 


The growth in production of, and trade in, pulp chips 
as by-products of Ontario sawmills and veneer mills 
has been truly remarkable, as indicated below: 


1960 0215 million bone dry tons 
1965 0.41 " x ” ‘ 
1970 O07 " " " a 
1973 L636 a a ie x . 


Since pulp chips are usually shipped green, with a unit 
volume weight twice that of dry chips, the inbound 
fremont, after adjtistment for in-plant transfers, is 
estimated at 2.5 million tons in 1973. The volume of 
roundwood, chips, and other residues brought into Ontario 
from other provinces and the United States is estimated 
to be 50 million cubic feet as shown in Table 1. Most 
of this material was softwood. Using a density of 55 
lbs. per cubic foot for the total volume gives a 

freight weight of approximately 1.4 million tons. 


Operating supplies going to the mills are also freight 
items. In 1972, 1.16 million tons of coal and petro- 
leum fuel, 0.82 million tons of chemicals, and 0.42 
million tons of machinery, equipment, containers, 
packaging, etc. were estimated to have been moved in 
Ontario. In the same year an estimated 21.48 million 
tons of Ontario produced roundwood, imported wood and 
chips were moved in the Province. Using the same 
ratios as existed in 1972 between the weights of non- 
wood and wood inputs, the quantities of fuel, chemicals 
and machinery, etc. moved in 1973 are estimated to be 
PeovesO.ce ano 0.45 million tons, respectively. 


The total inbound freight in 1973 was therefore 25.57 
million tons. 
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Freight outbound from the mills 


To avoid double counting, only primary products are 
included in the following estimates. 


Paper and paperboard production in 1973 amounted to 
3.56 millions tons. “This was made up of 1.95 million 
tons of newsprint, 0.80 million tons of paper board, 
and 0.81 million tons of miscellaneous papers. In 
addition 923 thousand tons of pulp were exported to 
foreign countries from the Province. It is therefore 
estimated that at least 950 thousand tons were shipped 
out of Ontario without further manufacture. 


In 1973, about 959 million board feet of softwood and 
238 million board feet of hardwood lumber were pro- 
duced. Using average shipping weights, the total 
weight of lumber shipped is estimated to be 2.06 mil- 
lion tons. Plywood production was 274 million square 
feet in i" equivalent thickness. At 800 pounds per 
thousand square feet, the plywood weight is 109,600 
tons. In addition 588 million square’ feet of veneer 
weighing about 58,800 tons was produced. But since a 
good share of this veneer is included in the plywood 
total just given, the combined weight estimate is 
130,000 tons for the year. 


The total outbound shipment of primary products thus 
totals 6.7/0 million tons. 


Toca EreLgnt 


The inbound and outbound freight tonnages are summarized 
fetapie ls. The ratio of primary products to ,other 
traffic is 1:3.8, which means that for every ton of 
primary product shipped from the mills by the forest 
industry, another 3.8 tons is moved into the mills in 
the form of wood, raw materials, other supplies and 
equipment. 


Table 14 shows a breakdown of the several classes of 
forest industry goods transported by kind of carrier, 
both in tons and per cent. For comparison, 1966 per- 
centages are included and these indicate that trucking 
is competing successfully with rail and water trans- 
fers. A further comparison of interest is that the 
total rail freight loaded in Ontario in 1973 amounted 
to 54.91 million tons of which crude and manufactured 
forest products were 7.36 million tons, representing 
13.4 per cent of total freight activity. 
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TABLE 13 


APPROXIMATE TONNAGE OF FREIGHT CARRIED FOR 


THE FOREST INDUSTRY - BY MAJOR COMMODITY, 1973 


Tonnage Percent— 
age 


(Million tons) 


Raw Materials 
Roundwood harvested in Ontario 
Pulp chips produced in Ontario 
Imported roundwood and chips 


Sub-total 


Primary Products 


Newsprint 

Other paper and board 
Pulp 

Lumber 

Veneer & plywood 


Sub-total 


Other Supplies & Equipment 
Coal & Petroleum fuels 
Chemicals 
Machinery & Others 


Sub-total 
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Freight Revenue 


it is ‘di fircultl to get a precise measure of tHe “total 
freight revenue earned by public carriers in Ontario 
for the movement of products to and from forest 
industry operations. However, as in the 1969 study, 
a crude estimate is made for the purpose of judging 
the impact of the Ontario forest industry on the 
Province's transportation sector. 


Data obtained from the Ontario Ministry of Transportation 
and Communications pertaining to Northern Ontario 

gave the 1971 average rail rates per ton of freight 

for raw materials, primary products, and supplies as 
79-00, $25.00 and $16.00, respectively. The estimated 
average rates per’ ton for the whole province for 1973 

are therefore being taken as $9.00, $27.00 and $17.00 

per ton for the same classes of materials. The 
revenWoerrom the, 8.60 million tons of rail freight 

shown in Table 14 was estimated as $151.44 million. 


TABLE 14 


FREIGHT GENERATED BY THE ONTARIO FOREST EINDUSERY 
BY CARRIER, . 1973 


(Million tons) 


Primary Products 


Equipment & Supplies 


Total 


Percentages - 


For the truck hauling of raw wood, the present study 
assumed a 1973 rate of 12 cents per cunit-mile. 
Further assumptions were that 84 per cent of all 
roundwood was truck-hauled; that 20 - 30 per cent of 
this material was trucked commercially; and that 

the average distance hauled was 60 miles. The rev- 
enue to commercial truckers in this activity was 
estimated to be $9.5 million. In the absence of 
more definitive data, the total truck revenue includ- 
Anoetiace trom the hauling of chips, lumber, plywood, 
and supplies of various kinds was taken as three 
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times the revenue in public trucking of raw wood, 
or $28.5 million. This proportion is the same as 
used in the 1969 report. 


Again as in the 1969 report, the revenue from water 
transportation was taken as 2.5 per cent of the total 
revenue from rail and truck transport, or $4.50 
miitiony 


In summary, the total freight revenue in 1973 was 
estimated as: 


Rail Sa 54.44) milion 
Truck 2850" mii von 
Water 4-50 Mit lion 
All Carriers 184.44 million 


4.4 Origin of Goods Purchased by the) Forest Industry 


Using the same proportion as in the 1969 report, the 
origin of "Operating and Maintenance" supplies and 
"Capital and Repair" supplies for 1973 are shown 
below. | 


TABLE 15 


ORIGIN OF NON-WOOD PURCHASED GOODS AND SERVICES, 1973 


(Million $) 


Northern Ontario 
Southern Ontario 


Western Canada 
Eastern Canada 
(excluding Ontario) 


Imports 
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CHAPTER V 
PUBLIC REVENUES AND EXPENDITURES 


RELEVANT TO THE ONTARIO FOREST INDUSTRY 


The objective of the first part of this chapter is to 
quantify the taxes and other revenues that flow to 

both the provincial and federal governments by virtue 
of the existence of the Ontario forest industry. The 
measurements are made both directly and indirectly, as 


determined by the nature of available statistical 
information. Discussion is organized under seven rev- 
enue classes. 


5. Ll 


Ministry of Natural Resources Revenues 


It should be clearly understood what is meant by 

this heading. Like all other Ministries, Natural 
Resources may collect money on behalf of the Crown 
within the scope of its assigned responsibilities 

and functions but all such monies are, with very 
limited exceptions, payable to the Provincial 
Treasurer, who deposits them in a common account 

(The Consolidated Revenue Fund). By the same 

token, the Ministry expenditures are restricted in 
kind and amount to budget approved by the Legislature. 
Thus, it should be evident that, while we may talk 

of a ministry's revenues and expenditures, it is 

the government, formed from elected representatives, 
that wields ultimate control through acts and regula- 
tions and through budget allocations. It should 

also be evident that one cannot attempt to relate 
ministerial revenues to expenditures, and vice 

versa, in the same sense that is commonly applied to 
business in the private sector. 


Table 16 shows revenues generated by the Ministry of 
Natural Resources by major activities, over a seven 
year period. The forest industry contributes 
principally to the Timber Account, and it may be 
noted that stumpage (i.e. the payment for timber 
harvested) consistently constitutes 80 to 90 per 
cent of this item. As an aside it may be mentioned 
that stumpage provides a good example of semantic 
difficulty; some people prefer to view it as a tax 
levied on the logging industry while others prefer to 
view it as value in exchange for a commodity. 


Management charges and forest protection charges are 
fixed charges based on the area of productive land 
held under licence. The unit rates for the fixed 
charges were last increased in 1968, while the stump- 
age rates were last increased in 1974. 
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Logging Tax Revenues 


These revenues were collected under The Logging Tax 
Act, administered by the Ministry of Revenue. The 
Act was designed to raise additional revenue for the 
Crown from the sale of timber without placing an 
unduly heavy burden on loggers operating under mar- 
ginal conditions. tm eftect,. it was, an wncome tax 
on logging profits in excess of $10,000. The rate 
of tax varied from time to time and the Act was 


repealéd atrer 1972. Receipts under the Act are 
shown in Table 17. 


TABLE 17 


ONTARIO LOGGING TAX RECEIPTS 


Amount 
(Thousand S$) 


Corporation Income Tax Revenues 


Although Statistics Canada publishes considerable 
information on taxable incomes and income taxes paid 
by the various industrial sectors, none of the 
statistics is directly usable for purposes of this 
report. Therefore, contributions to corporation 
income taxes by and through the Ontario forest indus- 
try must be estimated indirectly. To this end, 

three separate estimates were prepared, as follow. 


1. It was assumed that the corporation income taxes, 
both federal and provincial, paid by each divi- 
sion of the forest industry in each province were 
proportional to their taxable incomes. 


2. The tax rate was applied directly to the taxable 
incomes. 
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3. This method used the average of percentages on 
value added, indystry employment, and selling 
value of manufactured products to prorate the 
total declared taxes in Canada to the Ontario 
forest industry. 


Each of these methods has built-in errors but in the 
judgment of the analyst the second method probably 
is the most reliable. Therefore the results of this 
approach, as given in Table 18, were adopted for use 
in thasiweport. 


TABLE 18 


CORPORATION INCOME TAX--METHOD 2 


Tax Rate(Net Per Cent)} Tax Estimate 


Taxable 
Income Federal (Mit Pion Ss) 
(Ontario (on more |Prov.| Total | Fed-} Prov. |Total 
on lye than eral 

Million $) |$35,000)1 


9.0 


lin 1972, the income limit had become $50,000 for Canadian 
controlled private corporations. 


. nil see 


: ae om tes ota: 1620 


sau sok halk T2708 af efdat oe 


| _NORTRM-~ KAT SMO AORTAROTROD 


r —_ — =O 
79An) aa | ipD@ » es LI : 
y_“seealoee at tite ee. Sains 
_-.'* »| ; .) ; STvehe 
| Iatotl.*erry ant | feseTl veel ssem ne) 
i i b J AAS 
| inom, 268 
: - _ 4 - | —— — - _ —) 
) bat Why 4 tf it 
| | | 
HW Dy al ; »& ‘ ea 9 
} 
if i | re) ob 
t er 
| : | 
' ft } U. r 4 | fp 
: | 
| 
. i i ‘| it ' r I | [6 
| po, W684 =| ar} ip. 
| ; : 
| bE) Be 4 | ny ) as | Et 
i od rg! ie. = | of i. gf fe 
oe | ee Sa. es) | 


Apter’ 2Gl O01,084 semeed Aa Viggte 
ies eee E 


vt mare. ing 


5.4 Personal Income Tax Revenues 


Once again an indirect approach was required and the 
following two methods of obtaining a measure were 
tried. 


1. The first method consisted of estimating the 
taxes paid on the average wages and salaries 
earned by forest industry employees. 


The following two assumptions are implicit in this 
method: 


a) that employees of the forest industry do not 
have other sources of income and therefore 
that wages and salaries earned may be treated 
as assessed income; and 


b) that taxes paid by the forest industry employees 
are in proportion to their number in each income 
class in the Province. 


Table 19 illustrates the derivation of this 
estimate. 


2. This method was based on the percentage of the 


total provincial taxable returns sent by the 
forest industry employees. 


TABLE 19 


PERSONAL INCOME TAX--METHOD 1 


Year|Average 
Annual 
Wages & 
Salaries 


Ontario Average Annual 
Forest PAGividual Tax 
Industry |(Fed.,; Prov., & 
Employ- |Social Insurance) 
ment 


Total Tax Paid? is 

Employees in Ont. 

Forest Industry 
(Million $) 


75,000 
78,000 
77,000 
75,000 
76,000 
74,000 
72,000 
74,000 


78,000 
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The implicit assumption here was that all employees 
of the forxesteandustry had) filed tax returns. ‘The 


calculation for this method is illustrated in Table 
20. 


Each method contains bias, but the second method is 
thought to be somewhat more reliable. Therefore, the 
estimate obtained thereby is carried forward to the 
summary table. 


Seo Provincial and- Federal Sales “Taxés 


The 1969 study estimated that approximately 70 per cent 
of the total retail sales tax was paid on purchases 
made by individuals and 30 per cent was paid on pur- 
chases made by business. Assuming these figures to 

be still applicable, Table 21 derives the sales taxes 
paid by forest industry employees. 


TABLE 21 


THE GENERAL RETAIL SALES TAX 


(Million $) 


Total Provincial Retail Sales PropoLiLon.oe Tax Paid 
Retail Sales Tax Tax Paid by Ontario by Forest 
Year Revenue Individuals Employment Industry 
(70% ot total, in Employees 
Retail Sales the Forest 
Tax) industry 
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For calculating the retail sales taxes paid by business 
1t 1s assumed that approximately 15 per cent of the 
purchases made by the firms was taxable. Table 11 
shows that the purchases made by forest industry firms 
during 1973 were $1,895 million of which $284 million 
is estimated to be taxable. Using a 6.33 per cent 

tax rate (5 per cent prevailed through April and 7 per 
cent thereafter), the estimated retail sales tax paid 
oat of the forest industry was $18 million for 


The federal manufacturers' sales tax was 11 per cent 
in 1966 and was raised to 12 per cent in 1967. This 
rate has continued until the present time with the 
exception that tax on most building materials remained 
atebee per Centsuntil-1974, In 1975, sales*tax on all 
building and construction material was reduced to 

5 per cent. Also, since 1967 there has been no sales 
tax on production machinery. Thus, not all purchases 
made by the forest industry are taxable. The pur- 
chases of the forest industry (excluding wood, fuel 
and electricity) amounted to $1,003 million in 1973. 
Taking about 10 per cent as taxable and using an 
average tax rate of 10 per cent gave an estimated 
S10.0 intiiion tor 1973. 


Purchases of fuel and energy by the forest industry 
are shown in Table 22 for the years 1971, 1972 and 
1973. In those years, electricity and all fuels 

other than gasoline were exempt from federal, pro- 
vincial and local taxes in Ontario. On gasoline there 
was no sales tax but a federal gasoline tax equal to 
12 per cent of the manufacturer's selling price and 

a provincial tax of 18 cents per gallon in 1971 and 

19 cents per gallon in 1972 and 1973. The Provincial 
government allowed a refund of 13 cents per gallon 

for off-highway use. If it is assumed that 95 per 
cent of the forest industry's use of gasoline was off- 
highway then the taxes paid to the Province were 
Poodles aunelo7L, S776,521 in 1972, and $862,705 in 
O97 3h 


The value of gasoline used in 1971, as shown in 
Table 22, was $4,607,000. This included the pro- 
vincial gasoline tax of $639,185 as calculated above. 
The manufacturer's price plus 12 per cent federal 
gasoline tax accounted for the remaining value of 
$3,967,815. The federal tax for 1971, 1972, and 
1973 was therefore estimated at $425,123; $434,194 
and $526,532, respectively. 
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5.6 Miscellaneous Taxes 


There are additional provincial and federal taxes 
which produce revenue, but there is no method of 
determining the forest industry share of these items. 
Included in this group are motor vehicle licences, 
succession duties, tobacco tax, and land transfer tax. 


The federal import duty payable on machinery and sup- 
plies purchased by the forest industry is estimated 
as in the 1969 report. Duty at the rate of 10 per 
cent was calculated on one-half of the value of the 
imported equipment shown in Table 15 in the present 
study. The amount of duty generated was in the order 
Otey2.2)/ Million for both 19:72,.and, 1973. 


5.7 Tax Revenues Generated in Other Industries 
It was estimated that every job in the forest industry 
generates another job in other industries. This 
expansion rate, when applied to personal income tax 


and general retail sales tax, results in the revenues 
shown in Table 23. 


The contents of this part of Chapter V are recapitulated in 
Table 24. 


TABLE 23 


PERSONAL INCOME TAX AND GENERAL RETAIL SALES TAX 


PAID BY INDIRECT EMPLOYEES 


(Million $) 
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Ministry of Natural Resources Expenditures » 


In this part of Chapter V, attention is directed to 
expenditures by the Ministry of Natural Resources. 
After a brief look at the pattern of total spending by 
programs and services, the focus is turned to expendi- 
tures on administration and management of the resources 
sustaining the forest industry. Ownership of approx- 
imately 91 per cent of all forest land in Ontario has 
been retained in the Crown and these lands form the 
principal source of the raw wood materials that the 
forest industry utilizes in the manufacture of needed 
consumer goods. It is the responsibility of this 
Ministry to protect the timber and to conserve the pro- 
ductivity of the forest in the best interests of all 
people of the province, while nurturing a viable indus- 
try. Of course, one should try to appreciate that the 
forest is very versatile in its ability to satisfy 
human wants. While timber is being grown for commercial 
and industrial purposes, the forests are providing a 
host of other services. Thus, money spent ostensibly 
on timber production will, at the same time, provide 
the people with a great many additional benefits. For 
this reason, it is difficult to speak definitively about 
classes of expenditures. 


Four operating programs are recognized by the Ontario 
Ministry of Natural Resources for administrative and 
accounting purposes. Table 25 shows the expenditures 
by these programs for the fiscal year ending March ay 
1974. 


The total Ministry spending by main services is shown 
in Table 26, for the same year. The history of expend- 
itures is traced in Figure 7. 


Ministry expenditures directed mainly to the objective 
of growing trees and making them available to users 
are classified internally as (i) Forest Management 
Expenditures and (ii) Forest Protection Expenditures. 
Expenditures classified to these two operations are 
given in Tables 27 and 28 for each fiscal year from 
1966-67 through 1973-74. 


The expenses shown in Tables 27 and 25: arewnot, of 
course, amounts spent by the Provincial Government 
solely for the purpose of growing trees. For example, 
the forest access roads are used not only by those 

who harvest timber but also by recreationists and 
other members of the public. Similarly, the amounts 
spent on "Forest Protection" are not all attributable 
to the timber values involved but, to a large extent, 
for the protection of life and property in towns close 
to forested areas and for preservation of recreational 
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TABLE 25 


ONTARIO MINISTRY OF NATURAL RESOURCES EXPENDITURES, 1973-74 


Amount 


Pp 
rograms (Mi Tien: S) 


Per Cent 


Ministry Pent crea eter 
Land Management 

Outdoor Recreation 
Resource Products 


TOTAL 1530 UGOn 0 


TABLE 26 


ONTARIO MINISTRY OF NATURAL RESOURCES 
TOTAL EXPENDITURES ALLOCATED TO MAIN SERVICES, 1973-74 


Amount 


(Million $) gro e Bette 


Major Services 


Land Management 
Environmental Protection 
Parks and Historical Sites 
Fish and Wildlife 

Forest Management 

Mineral Management 
Conservation Authorities 


Others 
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FIGURE 7. GROWTH OF ONTARIO MINISTRY OF NATURAL RESOURCES (FORMERLY 
DEPARTMENT OF LANDS AND FOREST) EXPENDITURES 
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and environmental values of the forests. It is, 
therefore, only reasonable to assign only a part of 
some of these expenses to the activity of timber 
growing. There is no known method for correctly 
apportioning joint costs to the constituent activities 
and so a subjective assignment of a certain proportion 
of these costs to timber growing has been made. Such 


percentages and the associated amounts are shown in 
Table 29. 


Soo Direct Salaries, Wages, and Employment 


The Forest Management and Forest Protection activities 
of the Ontario Government tend to be rather labour- 
intensive. The magnitude of the direct salary and 
wage payroll is indicated in Table 30, along with the 
direct employment in these activities. In 1973, these 
activities provided 1150 permanent jobs and a full- 
time equivalent of 970 man-years in casual and seasonal 
employment. The total payroll in 1973 was some $22.3 
million. 


TABLE 30 
DIRECT SALARIES, WAGES, AND EMPLOYMENT 


IN ONTARIO GOVERNMENT FOREST ACTIVITIES 


SALARIES, 
WAGES & EMPLOYMENT 


JN Geil US ga Bd 8" EMPLOYEE PERMANENT CASUAL 
BENEFITS STAFF STAFF 
(Million $) (Man-years)| (Man-year 

: equivalents) 


oie 


Forest Management 
Forest Protection 


Powe 713 


Forest Management 
Forest Protection 


1973-74 


Forest Management 
Forest Protection 


Additionally, of course, there is an indirect generation 
of employment and payrolls through the expenditure of 
contract funds for purchased services, such as con- 
sultant studies and the leasing of aircraft and heavy 
equipment. In conjunction with such contracts, opera- 
tors and maintenance crews are normally supplied, 

within the contract cost. 
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CHAPTER VI 


SOME OBLIQUE INFLUENCES 


The preceding chapters have presented the major influences 
of the Ontario forest industry on the provincial economy. 
A number of lesser, but not insignificant, aspects are: 
Access Roads, Tourism and Recreation, Farm Woodlots, and 
the Export Trade in forest-based products. A character- 
istic of all these topics is that the magnitude of the 
impact is somewhat more difficult to define. 


Sau 


Resource Access Roads 


For persons familiar only with the highly populated 
and well developed southern fringe of Ontario, it is 
perhaps difficult to visualize the immense land areas 
that would be closed to all vehicular traffic if the 
province's extractive industries did not exist. The 
forest industry has been one of the great builders of 
roads into areas where none existed. The government 
and the other resource industries are partners in this 
work. Table 31 epitomizes the current distribution of 
roads by Regions (see Figure 5) and by types. Included 
in this table are all roads constructed by industry 
that are open for general use. 


Additionally, there are estimated to be in excess of 
seven thousand miles of roads constructed by the 
forest industry that, for reasons of safety, are 
closed to the public, as shown in Table 32. 


Again assuming the distribution percentages developed 
by the 1969 study for resource access roads con- 
structed by the forest industry, the final distri- 
bution of roads may be calculated as below: 


Northwestern 6160 + 47% of 7336 = 9,608 miles 
Northeastern 13883 + 44% of 7336 = 16,611 e 
Southern (6061. +...9% .0f 7336 =. 76,721 i 


102,940 miles. 


Furthermore, the data given above permit the ratio of 
resource access roads to all roads to be calculated, 
as follows: 


58 per cent 
3 2 iL] W 
1 W wu 


12 per cent. 


Northwestern (47% of 11894)/ 9608 
Northeastern (44% of 11894)/16611 
Southern ( 9% of 11894)/76721 


Ontario 11894/102940 
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TABLE 32 
FOREST ACCESS ROAD CONSTRUCTION AND MAINTENANCE 


(Miles) 


Ministry of Forest 
Year| Natural Resources 
Built | Im- Main- Built] Main- Built |Main- 
proved| tained tained PRN [aimed 


N 


NA 


10, 359 


10,737 


11,894 


These figures are indicative of the forest industry's 
contribution to transportation and travel by road in 

all regions of the province. While no further effort 

is made to quantify the impact, one merely needs to 
reflect on our dependence on this mode of transportation 
in our way of life to realize that the contribution 

is of considerable importance. 


Giz Expenditures in Recreation and Tourism 


While it is generally accepted that significant amounts 
of money are spent annually on recreation and vacation, 
historically there has been a great paucity of statistics 
on actual expenditures. The outlook for future analysts 
of outdoor recreation is better because Statistics 
Canada has begun to collect and compile these statistics, 
and since 1972 has published "Travel, Tourism, and 
Outdoor Recreation." Other studies, like CORDS 

(Canadian Outdoor Recreation Demand Study) and TORPS 
(Tourism and Outdoor Recreation Planning Study) have 
added much weight to previous demands for reliable. 
statistics. However, for the purpose of this section, 
which is to measure the relationship between forest 
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access roads and expenditures on outdoor recreation and 
tourism, much reliance has been given to surveys con- 
ducted by the Division of Fish and Wildlife of the 
Ministry of Natural Resources. Tables 33 and 34 
illustrate that Division's estimate of expenditures by 
hunters and anglers. 


Resource access roads are also extensively used by 
campers, canoeists, and picnickers. Statistics of 
expenditures by recreationists of these kinds are not 
directly applicable. However, by a somewhat lengthy 
process, it iS possible to arrive at such an estimate 
based on Statistics Canada reports and internal Ministry 
Studies. The estimate shows that outings of these 
kinds on Crown lands result in expenditures of $4.7 
million in Northwestern Region, $4.6 million in the 
Northeastern Region, and $0.9 million in the Southern 
Region; Or “Of °S1072 million “throughout the province. 
There is an insufficient statistical basis for relating 
these expenditures to exisisting forest access roads 
but it may be assumed that such roads do contribute 
Substantially to the sums derived. 


The Significance of Farm Woodlots 


Of the forest lands in private ownership (roughly 10 
per cent of all forest lands), approximately half are 
large holdings, owned by railway, forest and mining 
companies, while the other half are in relatively small 
blocks, operated as part of the farm enterprise. The 
importance of the farm woodlot has been declining, 
first in its direct contribution to the business of 
farming, and second, in the quantity of wood sold to 
processors. 


There are a number of reasons given for this trend but 
basically it is believed to be a reflection of the 
change in the technology of farming. When animal power 
was the principal source of energy used, the farmer 
relied on the woodlot for the construction and main- 
tenance of buildings, fences, and equipment as well as 
for heating. Early tractors were not very suitable for 
working in the woodlot and together with crop and live- 
stock specialization the farmer lost much of his logging 
skills. Meanwhile, better roads made the purchase of 
materials and fuels, which were formerly supplied by 
the farm woodlot, more attractive. 


In 1971 the area of farm woodlots in Ontario was 2.3 
million acres, which was 2.2 per cent of the area of 
all productive forest land; down from 3.1 per cent in 
1966. 


The value of forest products from farm woodlots was 
65.4 million in 1960, $3.0 million in 1965, and $4.0 
million in 1970. Other statistics are presented in 
Table 35. 
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TABLE 34 


ANGLING ACTIVITY IN ONTARIO IN 1970 
AND ESTIMATED EXPENDITURE BY NON-RESIDENT ANGLERS 


Region Angling Days Supplied 
Anglers 
Northwestern 25 /38:,000 1,961,000 42/5 
Northeastern 774767000 73oi,000 eS Tron we 


v 
Sub-Total for 
10,209,000 3,292,000 70.86 
Ontario 


Expenditure by 
Non-Resident 


Northern 
25,116,000 2,236,000 37.58 


Total for | 
Ontario S572 5,000 by 526,000 108.44 


TABLE 35 
FARM WOODLOT PRODUCTION BY PRODUCT AND REGION 


(Million Cubic Feet) 


Total 
1965 11970 | 1965|1970| 1965 11970 | 1965]1970 
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One exception to the general trend in farm woodlots is 
in the production of maple products. In recent years, 
there has been a marked revival in the interest in this 
activity. However, the true extent of the revival 
tends to be statistically masked by the inclement 
weather during the collection period of the past couple 
of years, which has curtailed the flow of sap. 


Exports of Ontario Forest-based Products 


For Canada as a whole, the value of exports amounted to 
$25,301 million, or 20.9 per cent of the Gross National 
PLOdUGL ein O78. Ontario: accountedmior ($10,930 mil— 

lion in exports, or 43.2 per cent of the Canadian total. 


The value for forest-based products by kind, exported 
by Ontario, and Canada is given in Table 36, which 
also shows this province's share of total exports in 
forest-based products. 
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